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Feverish preparations are being made for war. Most of the nations 
of the world are spending vast sums on armaments—guns, ammunition, 
tanks, airplanes, ships. Hundreds of thousands of men in nearly every country 
are being taught to march and fight. Laboratories are experimenting with new 
and terrible poison gases, to be used not only against military forces but 
against civilian populations. Thus the second World War has already begun 
to claim the attention and energies of millions of people in the world. 

And yet—nobody wants to fight. The people do not want war, 
for all know its horrors and its terrific cost. Why, then, do men go on pre- 


paring for it? 
The Demand for Change 


There are many reasons: fear, distrust, suspicion, desire for “se- 
curity.” But one important reason why nations build up huge armaments is 
because certain countries hope to get through war what they have been unable 
as yet to get through peace. These nations are not satisfied with the state of 
things as they are, otherwise known as the status quo. They are demanding 
that changes be made. They say that the only way to win respect for their 
demands in the present world is by the use of force, and they are therefore 
building up strong military forces to back up their demands. 

The demand for change has come chiefly from three nations— 
Japan, Italy and Germany. The first two have already made war and the third 
is arming heavily. The people of these nations are being trained to believe that 
war, in spite of destruction, is noble, and that through it their nations will not 
only attain an important place in the world but gain the land and resources 
that will bring prosperity. Therefore they must be willing to make the neces- 

_ sary sacrifices in life and money—great as these sacrifices may be—for the 
sake of the future of the nation. 

And because these dissatisfied nations are arming and demanding 
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change, other nations which desire peace because they are satisfied have 
become fearful. They too are arming in order to defend their rights, to keep 
things as they are, in other words to maintain the status quo. 


The conflict between these two groups has been called by many 
different names. Some see it as a struggle between two ways of life which they 
call Democracy and Dictatorship. Others call it a conflict between the “haves” 
and the “have-nots”—on one side dissatisfied nations demanding change, and 
on the other nations determined to prevent change. But whatever name we 
give it, such a war, if it comes, will bring wholesale destruction, perhaps the 
end of civilization as we know it. For modern wars involve not simply the 
armies in the field or the navies at sea, large as these have become. They 
involve the entire population; men, women and children are subject to air 


raids, gas attack, and blockades that cut off supplies and result in starvation. 


Is Peaceful Change Possible? 


Impressed by the futility and tragedy of war under these condi- 
tions, many people are asking whether war can be avoided in some way. Can 
peaceful methods be found to satisfy the demands of the dissatisfied nations? 
Is it possible to work out some intelligent method of meeting these problems? 
Can the answer be found in transferring territory, re-dividing land, or giv- 
ing access to raw materials, or will this merely create new grievances and new 
inequalities? Are the injustices real or imaginary, and can they be wiped out 
and national needs be met? 

Before these questions are considered, it is important to get a clear 
picture of the problem and some of the underlying factors, in the hope that a 
better understanding will help to mobilize public opinion in favor of peaceful 
change before it is mobilized for purposes of war. 


The World We Live In 


First, we must understand the world in which we live today. It is 
a complex world, very different from that which our grandparents knew only 
a few generations ago. We are amazed to find that within the past hundred 
years, almost within the memory of living men, the population of the world 
has more than doubled. More profound changes in population and industrial- 
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ization have taken place in the last two centuries than in the thousands of 
years of human history which went before. Science and invention have 
worked a revolution in the ways in which men live. They have transformed 
industry and agriculture, travel and communication. Only a century ago 
many families in the most advanced nations raised their own food, wove their 
own clothing and built their own homes. Overnight the pioneer and colonial 
periods have passed; overnight the population of the world has doubled; 
overnight modern science has given us the means of uniting or destroying 
the world. 


This new world of science is not as simple as the old one. It calls 
for new ways of thought and new methods of management. Men and nations 
are no longer independent units, able to live unto themselves. They are now 
interdependent parts of a complex whole. But because this revolution came so 
suddenly, there has not yet been time for men and nations to adjust them- 
selves to the vast changes which have taken place. Some call this period in 
which we live an age of transition between the end of one era and the begin- 
ning of another. 


In this period of transition one finds startling paradoxes. In a 


world where interdependence requires cooperation and organization, one stil] 
finds competition and conflict. In a world which is united by modern methods 
of transportation and communication, nations are straining every energy to 
build military and economic walls around themselves, to insulate themselves 
in air-tight compartments. In a world where there is the possibility of abun- 
dance, one finds poverty and suffering. 


The Desire for Security 


The problem of peaceful change is a part of this modern paradox. 
In the years since the war the demand for change has become year by year 
more insistent. It has produced revolutions and profound upheavals within 
national boundaries, and war or the use of armed force across national borders. 


These demands for change in the existing order of things arise 
from certain primary desires of men and nations. One is the desire for secur- 
ity: individual security against hunger and unemployment, national security 
against attack or foreign domination. Another is the desire for a decent stand- 
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ard of living. But in considering the causes of friction between nations, two 
other desires must also be taken into account. These are power and prestige. 
Governments are naturally concerned with improving the condition of their 
people, but they are also very much concerned with gaining a position of 
power which will give them an advantage in their relations with other nations. 
And the important thing to note is that the desire for power, which originally 
was only a means to enable a country to carry out its policy, often becomes an 
end in itself. It may actually become a major objective of foreign policy. This 
is what is meant by the sinister term “power politics” which became so fa- 
miliar in the nineteenth and twentieth centuries. “Prestige,” which usually 
means reputation for power, has been sought by nations because it enables 
them to command fear or respect from others, and thus strengthens their 


influence in world politics. 


Power and Prestige 


Weare inclined to think of power politics as bad business and feel 
that only evil militaristic governments use these methods. Actually, as most 
historians now admit, every government, including our own, has practiced it 
in modern times. A nation comes to look upon certain territory as important 
not for what the territory contains but because its possession would strengthen 
the nation’s position in the world. It may have strategic value from a military 
or naval point of view, as in the case of Britain’s interest in Egypt and the 
countries surrounding the Suez Canal, or Mussolini's interest in the islands of 
the Mediterranean, or our own interest in some of the tiny islands of the 
Pacific Ocean. 

Power and prestige were undoubtedly a major factor in Italy's 
conquest of Ethiopia. Hitler seeks to increase Germany's reputation for power 
by his vast rearmament program, by the occupation of the Rhineland, and by 
bold sudden ultimatums. The desire for power may also be behind the de- 


mands made by certain nations for colonies and raw materials. 


The Desire to Raise Living Standards 


On the other hand, the demand for changes in the status quo may 
arise from conditions of actual need. The government may be concerned with 
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the vital matter of the living standard of its people: what they have to eat, 
what kind of clothing they wear, what sort of houses they live in, what chance 
they or their children have of being well educated, whether they have proper 
medical care—in other words whether they can enjoy the benefits of modern 
machine civilization. These are questions which every nation has a right to ¢ 
ask in an age when science and technology offer the possibility of an adequate 
living standard for all. Yet this possibility is far from being realized in over- 
populated nations poor in natural resources and without sufficient land to 


support their people. 

The problem of peaceful change is not merely how to remove 
these inequalities, but how to achieve conditions of justice which will make 
possible the maintenance of peace. It is not an easy problem and many people 
fear it may be too late to apply effective measures for averting the madness of 
war. The difficulties are enormous. Some of them will be considered when we 
come to remedies which have been proposed, but two fundamental obstacles f 
must be mentioned here. One arises from the question of power and prestige. 
As long as the actions of nations are governed by the rules of power politics, 
any change in the status quo inevitably affects the power and prestige of one 
group or another. Concessions to the dissatisfied powers may be shown to be 
justified—but the satisfied powers are reluctant to grant such concessions at 
the point of a gun when they believe that the concession will increase the 
power of an aggressive dictator and weaken their own prestige. Yet if no con- 
cession is made, the root of conflict is as:deep as ever. 

The second fundamental difficulty is the fact that at the present 
time it is not easy to find a legal way by which changes can be brought about 
peacefully. The World Court, for the most part, can only hand down legal 
decisions on the basis of existing international law, but the law of nations is 
based on treaties and agreements which often do not provide justice or permit 
change. Impartial historians agree that the Versailles Treaty contained many 
flagrant injustices, and yet it became the law of Europe after the World War. 
The League of Nations contains a famous clause, Article 19, which provides 
for changing treaties, but this article has been avoided, and the great powers 
have used the League to maintain the status quo rather than to bring about 
readjustments in the interests of justice and equality. 
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WHAT ARE THE GRIEVANCES? 
What is it that the dissatisfied nations say they want? More land 


and colonies for increasing populations; raw materials for growing industries; 
markets for their manufactured goods, The argument advanced by these 
powers is that the world had been parcelled out and the best parts already 
occupied when they arrived on the scene as modern industrial nations. They 
feel the pressure of a growing population. They lack necessary raw materials 
to meet the demands of a higher standard of living for their people. They 
need territory for expansion and access to essential raw materials, and markets 
to dispose of their manufactured goods. They say they do not want war, but 
~ they demand change and are prepared to take risks in order to gain their ends. 


Let us analyze these claims, see exactly how important or unim- 
portant they are and whether present methods of overcoming them are sufhi- 
cient. In other words, are the dissatisfied nations justified in demanding 
change? If so, how can change be accomplished most satisfactorily for all 


concerned? 


Inequalities in Land and Population 


The primary need of a people is food. Therefore a nation must be 
able to grow enough food for its population on its own land, or have raw 
materials and manufactured goods which it can exchange for food grown in 
other countries. It is important, therefore, to ask how much land a nation has 
which can be used for growing crops or raising livestock. Is it enough to 
supply the existing population and will it continue to be enough to supply the 
population at its present rate of increase? 

The picture opposite shows the amount of arable land which vari- 
ous countries possess in proportion to the total area and the density of popu- 
lation. It is clear that the United States can produce far more food per capita 
than Italy, Germany or Japan. 

In Japan, there are 2,418 people for every square mile of arable 
land, compared with only 100 in the United States and 66 in the Soviet 
Union. Of course it is true that diet is an important element in such a com- 
parison. The Japanese eat a great deal of fish. It is true, too, that Japan pro- 
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duces most of her own rice. But the fact remains that it is impossible for 
Japan to produce food in sufficient amounts and variety within her borders 
to supply her people with a healthy and adequate diet. 


However, it will be noted that the three nations most commonly 
classed as “have-nots” are not the only ones with inadequate land to supply 
the needs of their people. There are others, like Belgium, Holland, Czecho- 
slovakia, China and India, which suffer from similar wants but have not been 


so loud in their protests. 


How Populations Increase 


The problem of providing food for a nation’s people should also 
be considered in relation to the rate at which the population is increasing. 
It is obvious that the birth rates are far higher in some countries than 
in others. In the United States, Great Britain and France the population is 
nearly stationary. These countries have enough resources at home or in 
colonies to provide for their people and therefore have no anxiety for the 
present or the future. But in nations like Italy and Japan, where the popula- 
tion is increasing rapidly, not only are resources poor but there is also the 
problem of finding employment for the growing number of workers, They 
cannot find places on the land; and, without raw materials, industries cannot 
be developed to employ them. 

In Germany the problem is somewhat different. The population 
is now about 65,000,000—ten million less than before the war. This decrease 
is due in part to the war, and in part to actual loss of territory. What is more, 
the birth rate in Germany declined faster during the ten years following the 
war than in any other European country. Had this tendency continued, the 
population soon would have dropped to 50,000,000. One of the chief aims 
of the Nazi program has been to encourage marriages and births in order to 
“strengthen the German race.” As a result, the birth rate jumped from 14.7 
per thousand in 1933 to 18 in 1934, while the death rate declined to a new 
low. Some people fear that if the population of Germany increases, her de- 
mand for a greater supply of natural resources will become more insistent, and 
her neighbors become more and more fearful. But today, it cannot be shown 
that Germany is suffering acutely from overpopulation. 
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You will see also from the population chart that Great Britain is 
even more densely populated than Japan or Italy. But Britain has solved her 
problem through industrialization and trade, manufacturing goods which 
could be exchanged for food. Thus density of population may cease to bea 
problem in industrialized countries. The fact that six million people are 
crowded into New York City makes little difference in their food supply 
because they are able to import food in exchange for part of their income from 
industries. In order to industrialize, however, a nation must possess or have 
access to raw materials. And this brings us to even more important inequali- 


ties among nations. 


Distribution of Raw Materials 

_. Let’s start with a list of the chief raw materials and then find out 
where they are produced. First in importance are three minerals: coal, iron 
and copper—coal as the chief and the cheapest source of energy, iron for its 
endurance and many uses, copper as the most effective conductor of elec- 
tricity. Close on the heels of copper are lead and zinc. Next come aluminum, 
tin and nickel. 

Of great importance also is petroleum, which today supplies one- 
fourth of the energy used in the United States, and sulphur because of its 
value to the chemical industry. The leading vegetable raw materials are rub- 
ber, cotton, wool and silk. Vegetable oils should be mentioned for they have 
many uses—in the manufacture of soap, paint, varnish, margarine, medical 
products, perfumery and cosmetics, for instance. Of primary importance also 
is timber, particularly wood pulp for making paper. 

The series of charts which begin on page eleven show where 
the primary raw materials are being produced. If we analyze these charts care- 
fully, we find that certain nations are very rich in most of the essential raw 
materials, producing not only plenty for themselves but a surplus which can 
be exchanged for other materials they need. Others are poor in resources, 
having to import most of the raw materials needed for industrialization and 
possessing little for purposes of exchange. 

The United States is without doubt the richest of all. We have 
within our borders the largest and most adequate supply, including nearly all 
of the primary raw materials. We produce more than enough coal, oil, copper, 
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iron, zinc, cotton, sulphur, phosphates and vegetable oils. We have prac- 
tically enough lead and mica. Of the principal raw materials we have to 
import rubber, tin, nickel, wool and silk. We must also buy from abroad our 
supply of nitrates, bauxite, manganese, chromium, antimony and mercury. 
And we produce more than enough food to feed our people. 

The Soviet Union like the United States, is well supplied with 
essentials, with a surplus of oil, manganese and chromium, and a more than 
adequate food supply. She must import rubber, copper, zinc, nickel, anti- 
mony and tin, as well as tungsten, bauxite, lead and potash. (See chart on 
page 13-) 

Great Britain is very poor in resources, with a sufficient supply of 
coal only, and far from enough food. Hence the importance of the Empire as 
the chart on page 15 shows. As a whole, including the Dominions, the British 
Empire is even richer than the United States, producing enough iron and zinc 
to satisfy her own needs and a surplus of coal, rubber, lead, tin, nickel, wool, 
manganese, graphite and mica. Although the Empire now buys oil from 
abroad, she has large petroleum reserves. And the agricultural production of 
Canada makes the Empire self-sufficient so far as food is concerned. It is 
largely because these raw materials are scattered all over the world that Great 
Britain considers it necessary to maintain a large fleet to protect her far-flung 
empire and prevent the possibility of being cut off from these supplies either 
in time of war or peace. 

The United States, the Soviet Union and the British Empire are 
thus the most favored nations so far as natural resources and self-sufficiency are 
concerned. It is also important to remember that citizens of the wealthier na- 
tions have had capital to invest in the production of raw materials in other 
countries. Hence these countries exercise commercial or financial control over 
sources outside their boundaries. It is estimated that American and British 
concerns control three-fourths of the mineral production of the world. 

France's supply of raw materials is far from adequate even when 
her colonies are taken into account, as may be seen from the chart on page 17. 
Of the primary raw materials France has a surplus of iron ore only. Colonies 
provide a surplus of certain less important items—chromium, nickel, vege- 
table oils and graphite. She does not have enough coal, and little or no oil, 
copper, lead, sulphur, zinc, tin, mercury, tungsten and mica. On the other 
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hand, France produces her own food, and the French peasant and his land 
continue to be the backbone of French economy. 

We now come to the dissatisfied nations—Germany, Italy and 
Japan. In each case—though in varying degree—there is a lack of important 
raw materials, This means that industrial expansion is extremely difficult, yet 
it is the means by which these countries are trying to raise the living standards 
of their people. 

Germany has a sufficient supply of only one essential, coal. 
Although she is the world’s largest producer of potash, and might increase 
her domestic production of iron, the chart on page 19 shows that she has a 
little over half enough zinc and far from adequate quantities of ali other 
necessary raw materials, Even so, she is better supplied than Italy, however. 
Italy has almost no coal and very little iron, and must therefore import a large 
part of its steel and machinery. She has an export surplus of the less important 
materials, such as sulphur, mercury and zinc, as well as silk, hemp, and 
vegetable oils. Italy produces an insufficient supply of lead, zinc and anu- 
mony. For all the remaining raw materials she is almost wholly dependent 
on other countries, as the chart on page 21 shows. 

Japan, with its possessions, is little better off than Italy. Look at 
the chart on page 23. Her coal supply is sufficient but, even with the mines 
of Manchoukuo, the supply of iron ore is not enough, so Japan too must 
import iron, steel and machinery. She can supply her own sulphur, mica, 
chromium, tungsten and nearly enough copper, but all other industrial 
requirements must be imported. 

Other countries besides Germany, Italy and Japan are also poorly 
supplied with raw materials, Czechoslovakia, for example, produces a sur- 
plus of coal but lacks sufficient iron ore and is deficient in most other raw 
materials. In particular, the Scandinavian countries, though poor in raw 
materials, have achieved relatively high living standards for their people. 


TWO VIEWS ON CLAIMS OF DISSATISFIED POWERS 


This brief analysis shows clearly that inequalities in national 
wealth do exist. The mere existence of such inequalities, however, does not 
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prove that the dissatisfied nations are justified in their demands for more 
territory or for colonies. It is pointed out, for example, that the real answer 
to the problem of a living standard in overcrowded countries is industriali- 
zation. This is the solution which Great Britain adopted in the nineteenth 
century, and which Italy and Japan are trying to adopt today. It is true that 
the raw materials and the markets of the British Empire have been and still 
are essential to the industrialization of Great Britain. The question remains, 
however, would colonies furnish the dissatisfied powers with the land, the 
food, the raw materials and the markets they need? Or are there other ways 
of supplying these needs? In other words, is ownership of natural resources 


essential to the economic life of a nation? 


On this important question there is considerable difference of 
opinion. Some leading economists and political scientists, including many 
prominent writers in the satisfied countries, reject altogether the economic 
case presented by the dissatisfied nations and claim that inequalities in na- 
tional wealth are unimportant. Men like Norman Angell in Great Britain and 
Grover Clark in the United States have made detailed criticisms of the whole 
theory on which Germany, Italy and Japan base their demands. 


Other authorities hold that the case of these countries cannot be 
dismissed so easily, and that there are serious economic difficulties which 
demand adjustment and which must be faced. Let us consider the arguments 
on both sides of the question. 


The first important argument against the case of the dissatisfied 
nations is that colonies do not provide an outlet for surplus population. It is 
pointed out that migration to colonies in Africa and Asia has been very small. 
By 1914, less than 20,000 Germans had settled in German colonies, although 
Germany had had most of this territory for twenty years. Moreover, in 1931 
the number of Italians in New York City was twice as great as that of all 
European nationalities in all the Italian colonies. Nor had Japan found an 
outlet in her colonies or protectorates in Asia. While the Japanese population 
increases at the rate of a million year, not more than 500,000 have migrated 
to Korea and Manchuria in the period of a generation. Thus in 20 years the 
Japanese have not exported enough persons to absorb the increase in popu- 
lation for a period of more than six months. 
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“Colonies Do Not Pay” 


Furthermore, it is said, the cost of administering backward 
colonial areas is often greater than the gains from trade and economic re- 
sources. Colonies, by and large, are not an important source of raw materials. 
Apart from rubber and one or two other commodities, most of the vital raw 
materials are found elsewhere. Likewise, colonial trade has been exaggerated. 
In 1914 Germany had become one of the first industrial countries of the 
world, but her trade with her colonies was less than one per cent of her 
total world trade. Germany purchased raw materials and paid for them with 
the exportation of her manufactured industrial articles. Since the war, Ger- 
many has kept over 50 per cent of her trade with her former colonies, because 
the principle of equality of access was provided for in the mandate system 
set up under the League of Nations. Thus, it is said, colonies simply don’t 
pay. Even in time of war colonies would not be an asset in gaining raw 
materials and food products unless the nations owning them also had control 
of the seas to defend their source of supply. 


In short, the country which has no raw materials or colonies does 
not really suffer economic hardship. Instead, as some suggest, they should 
be thankful at escaping the heavy burdens and costly responsibility of colo- 
nial administration. 


“Resources Are Privately Owned” 


Another point made by some writers is that no government except 
the Soviet Union actually owns the raw materials in its territory; that instead 
they are owned by private individuals who produce them for profit and are 
anxious to sell to any one willing to buy, whether a citizen or a foreigner; 
that trade goes on between individuals; and that therefore an analysis of 
inequalities in the resources of nations is meaningless. It is said, for instance, 
that a British manufacturer must buy and pay for his supply of rubber or 
oil or cotton, whether it is produced within the British Empire or in the 
United States. What advantage has he then over the German or the Italian 
or the Japanese manufacturer? 
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“All Have Equal Access to Raw Materials”’ 


Finally, it is claimed that regardless of ownership all nations have 
equal access to raw materials through the channels of international trade. In 
fact, producers are only too glad to sell to any one who wants to buy. 


During the world depression, for example, there was tremendous 
overproduction of all raw materials, so that they were available at very low 
prices. Japan profited from this state of affairs by buying American cotton 
below the cost of production and using it in the manufacture of textiles which 
undersold English and American products in many parts of the world. 


There is undoubtedly much truth in some of these arguments, but 
they leave a good many pertinent questions unanswered. One might ask, for 
instance, why colonies which are so burdensome are not willingly given up 
by their present owners? But there are important factors to be considered 
which these arguments do not take into account and which must be analyzed 


_ if the problem of peaceful change is to be solved. Other authorities, while not 


accepting the whole case of the dispossessed powers at face value, allow that 
there are grievances which cannot be ignored or dismissed. 


“Future of Migration Is Unknown” 


In the first place, with regard to migration to colonies, no one 
can be sure what the future will be. During the nineteenth century there was 
considerable migration from one country to another. There were continents 
to be explored, new territories to be settled; frontiers to be opened. As long 
as people could go to more attractive places to live, where climate, oppor- 
tunities to work and living conditions were more favorable, it is true they 
did not go to undeveloped territories where colonization was sure to mean 
greater hardship. 

Today, it is said, conditions are different. The doors of practically 
all the countries to which people from overpopulated nations migrated in the 
past have been closed to immigrants. The United States used to receive 
hundreds of thousands from the crowded nations of Europe every year. Now 
only a very limited number are allowed to enter. Other nations, including 
Canada and the countries of South America, have passed similar laws restrict- 
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ing immigration. Shut off from these countries, overpopulated nations may 
turn more readily to less attractive territory. Although only a few hundred 
Italians now live in Eritrea or Italian Somaliland, there is no reason to believe 
that far larger numbers may not migrate to Ethiopia, with the more favorable 
climate of its high plateau and the assistance of government planning to make 
colonization more attractive. This does not mean, of course, that wars of 
conquest are justified, or that colonies are an answer to the problem. The 
extension of mandates to all backward areas would be a better method, if it 
could be carried out. But the fact remains that old channels of migration have 
been closed, while the future development of new outlets is unknown. 


‘Colonies Are Valuable to Industrial Nations’’ 


While the balance sheet may not always seem favorable, many 
private interests in the nations owning colonies undoubtedly profit from the 
privileged position they enjoy. Then, too, colonies serve as an outlet for 
capital. There can be little doubt that Great Britain has benefited from the 
exploitation of mines, the building of railroads, and other projects opened up 
in the development of her colonial empire. Although large-scale immigration 
has not been common in Africa and Asia, colonies have furnished oppor- 
tunities for men from many different walks of life, such as trained adminis- 


trators, engineers, miners and others. 


Another factor which must be taken into account is that a country’s 
total wealth is determined largely by the extent of its natural resources and 
the ability of its people to make effective use of them. Given a country with 
territory rich in resources and citizens with intelligence and initiative enough 
to exploit them, the result will be national prosperity. For the wealth 
produced will tend to raise the living standard of all the people whether it 
is publicly or privately owned. Accumulated capital growing out of the 
exploitation of natural resources is invested in the production of more and 
mote goods. This in turn means jobs and wages and the purchasing power to 
buy the goods produced. Thus the fact that an American concern owns 
coal or oil or cotton means that many American citizens share in the return 
from that resource because it becomes part of the national economy. 
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“Government Protection Helps” 


Furthermore, the government of a nation is organized to protect 
the interests of its citizens. In the modern industrial world economic interests 
have become increasingly important. Hence governments have devised a 
variety of methods to protect their merchants and manufacturers and give 
them certain advantages over the merchants and manufacturers of other 
countries. This means that often it is not possible to secure raw materials 
on as favorable terms from a foreign producer as from a producer at home. 

Thus natural resources, whether owned by the government or 
by individuals, are an essential part of the wealth of a nation. And in a 
nationalistic world each government is eager to do everything it can to con- 
serve and protect the resources within its territory. It is not surprising, there- 
fore, that nations which are poor in resources see the advantages of owning 
the raw materials needed for industrialization and are demanding a fairer 
share of the world’s supply. This brings us to what is by far the strongest 
argument in defense of the dissatisfied nations. 

Granted that raw materials are for sale in the open market, the 
important fact remains that they may still be beyond the reach of nations 
which do not have the means to purchase them. It is not enough to say that 
in this country all people have the same opportunity to procure food and 
clothing and houses and automobiles simply because producers are willing 
to sell. Some can afford to buy, others cannot. The matter of ability to buy is 
just as vital in the case of nations as individuals. 

In other words, inequalities among nations cannot be wiped out 
at the present time by means of trade because of certain very real obstacles 
in the way of free exchange of goods among nations. If nations are really to 
have equal access to raw materials, two things are necessary: those who 
produce them must be willing to sell at a fair price, and those who wish to 


buy must have sufficient purchasing power. 


CRUX OF THE PROBLEM—TRADE AND MARKETS 


Let us pause for a moment to consider the arguments advanced 
on both sides of this question. It is clear that no one contests the fact that 
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inequalities between nations exist—in land, population and resources. It is 
also reasonably clear that the fortunate powers which built up their colonial 
empires in the nineteenth century gained certain very real economic benefits. 
It is not clear that re-division of territory and colonies would remove in- 
equalities or solve the basic problem. Under a system of intense nationalism, 
such transfers of territory, even if they could be carried out, would be likely 
to create new inequalities and fresh grievances in the place of those removed. 
Here, as we noted earlier, the element of power and prestige becomes an im- 
portant factor and one which cannot be dealt with as a purely economic 
problem. It is also a political and military question. But if we are searching 
for economic solutions and methods of peaceful change, we are brought to 
the crux of the whole problem—the question of trade and markets, and the 
factors which limit the purchasing power of consumer nations. The demand 
for change is not likely to stop; countries which believe they have a grievance 
will not give up their programs of expansion or their cry for colonies unless 
some better plan can be found. It is vital, then, to examine the nature of 
international trade more carefully than we have done so far. 

To buy and sell one needs some medium of exchange. In the 
United States we use dollars, Englishmen use pounds, Frenchmen francs, 
Germans marks, and so on. As long as trade is carried on within one nation, 
the business of trade is fairly simple. But buying goods from a merchant in 
another country is another matter. 

A German or a Japanese manufacturer desiring to buy American 
cotton or copper cannot send over marks or yen in payment. Before he can 
place his order, he must secure the necessary dollars in exchange for the 
currency of his own country. He can do this—theoretically—by taking his 
marks or his yen to a bank which deals in foreign exchange. But he will find 
dollars available at the bank only if an American merchant has been buying 

or services from his country. That is, a merchant can buy raw materials 
only if the producing country is willing to buy foreign goods or services, thus 
making available the necessary dollars or foreign exchange. 

In other words, a nation must be able to trade its goods or services 
_ in exchange for the goods or services it wants to buy from other nations. 

Whether a nation trades as a unit, like the Soviet Union, or whether trading 
is carried on by individual citizens, it is necessary to maintain what is called 
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“a balance of trade.” If purchases get too far ahead of sales, a nation must 
ship gold to balance its account, since gold is the standard medium of ex- 
change between nations. But because nations have only a limited supply of 
gold, trade cannot be carried on long on such a basis. The picture on page 36 
shows the extremely uneven distribution of gold in the world today, adding 
to the trade difficulties for the “have-not” nations. In the final analysis, trade 
between nations must be an exchange of goods or services. 


A nation’s purchasing power, therefore, is dependent on the free 
flow of goods. It must be able to buy goods at a fair price and it must have an 
opportunity to find markets for the goods or services it has to sell. In recent 
years, however, the number of obstacles which have hampered and restricted 
world trade has increased. The World War disrupted trade and shattered the 
complex economic machinery of the world. Then rising tariff walls hampered 
the normal flow of goods across national boundaries. Finally, the great de- 
pression, with the collapse of the international banking system, led govern- 
ments to impose new restrictions to protect their currencies and home indus- ~ 
tries. The effect of all this has been to make it more and more difficult to 
transact business between nations. It is important, therefore, to analyze both 
the devices to control or limit the supply of raw materials and thus raise prices, 
and the methods to control markets and prevent the sale of competitive goods. 


Export Restrictions 


To begin with, the cost of products to outsiders may be increased 
by placing taxes or embargoes on exports, or by limiting the amount leaving 
the country. Canada and Newfoundland, for instance, have placed increasing 
embargoes on the exportation of pulp wood making the greater part of this 
raw material inaccessible to paper mills in the United States. Japan limits 
the export of crude camphor in order to encourage the home refining industry. 
Portuguese shipping is helped by export taxes which are lowered if products 
are transported in Portuguese ships. 

The British have established a monopoly on the smelting of all 
tin mined in the Empire by placing prohibitive export duties on tin purchased 
from British possessions, which control nearly half of the world production. 


Again, a producer country may limit production in order to take 
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the fullest possible advantage of its monopoly or partial monopoly over a 
product. Between 1922 and 1928 Great Britain limited the exportation of 
rubber from British colonies (which produce 64.5 per cent of the total world 
supply), and thus increased the price from 15 cents to more than a dollar a 
pound. Because of a complete monopoly over its production, Japan controlled 
the price of camphor until synthetic camphor began to provide competition. 

Efforts on the part of a single nation to establish or maintain 
monopoly control over prices cannot be really successful unless the country 
has an actual monopoly. To establish effective control over prices therefore, 
it is necessary for all the countries producing a particular product to agree on 
matters of production and price. 


International Cartels 


Sometimes international monopolies have more serious conse- 
quences for the consumer and are more alarming to nations poor in natural 
resources than the other two producer devices. There is a growing tendency 
among private concerns in different countries to enter into such agreements, 
and for governments to foster them. The number of cartels, as they are 
called, is already quite large. 

One example is the International Tin Committee, including 
practically all the tin producing countries which belong to either the British 
or the Dutch empires. This Committee succeeded in almost doubling the 
price of tin within three years. 

Copper Exporters, Inc., was organized by American producers 
in 1926 and soon became an international cartel controlling go per cent of 
the world’s production. At first the cartel maintained fairly reasonable prices, 
but when the demand increased in 1929 it raised the price from 14.4 to 
24.38 cents a pound. During the depression this cartel fell to pieces, but 
recently the chief producers outside the United States have again agreed 
to restrict production. 

These are only a few of the many instances of monopoly control 
which is made possible when only a few countries control the bulk of world 
production of a particular raw material. Five countries produce nearly go per 
cent of the cotton supply. Two countries produce 82 per cent of the world’s 


26 


4 
4 

> 

| 


mercury. One American company owns 95 per cent of molybdenum. Half 
a dozen companies supply the bulk of the lead production. Most of the 
readily available nickel supply is concentrated in one province of Canada. 
And so on, through practically the entire list of primary and secondary raw 
materials. 

Some of the more recent cartels have talked of protecting the 
interests of consumers by providing for their representation. It is still diffi- 
cult, however, to protect the consumer against rigid prices upheld by any 
cartel which is strongly organized and in full control of a product, and there 
is ample evidence that these devices continue to obstruct free access at a 
fair price. 


Tariff Barriers 


In recent years, as we have noted, nations have found it increas- 
ingly difficult to market their goods because of certain barriers that prevent 
the free exchange of goods. The purpose of governments in setting up these 
barriers is to protect home industries, or to become more self-sufficient. 

What are some of these barriers? First, of course, there are tariffs 
—import taxes that serve to raise the price of foreign goods so that it will 
be higher than the price of competitive domestic goods. In addition to this 
ancient device, there are newer and more effective restrictions on trade, such 
as quotas and foreign exchange controls. Uncertainties of exchange rates, 
due to changes from the gold standard and new methods of government- 
managed currencies, have added to trade difficulties. 

Nations with colonies or dominions have tried to gain a firmer 
hold on markets as well as resources by increasing protective tariffs and enter- 
ing into trade agreements. For instance, through the Ottawa agreements 
of 1932 the members of the British Empire, including India, the Dominions 
and a number of British colonies, established a system of trade preferences 
favoring each other and discriminating against outside countries. Since the 
trade of the British Empire amounted to 29.1 per cent of the world total 
in 1934, such a policy is of serious concern to the rest of the world. Outside 
countries like Germany and Japan are thus placed at a disadvantage in all 
these imperial markets. 

The French Empire, with its 10 per cent share of the total world 
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trade, has set up an even more extensive preferential system. The United 
States requires its possessions to admit American products duty-free. And 
Japan, Italy and Portugal maintain similar policies with regard to most of 
their colonial possessions. The Netherlands, with a 5 per cent share of world 
trade, follows a liberal trade policy, maintaining the open door as a matter 
of principle. 


Quotas and Exchange Controls 


In addition to preferential tariffs, many countries have adopted a 
system of quotas, under which they place an absolute limit on the amount of 
a given commodity which is allowed to enter the country. In some countries 
like France and Czechoslovakia, the quota is allocated among the different 
producing states, on the basis of special bargaining agreements. In other 
countries the quota applies equally to all states. But the effect, under both 
types of quota, is to limit domestic markets and cut down opportunities for 
foreign trade. 

Foreign exchange controls are another serious obstacle to inter- 
national trade. These controls began to appear when governments were un- 
able to find the foreign exchange necessary to meet their payments abroad 
during the banking crisis and the depression of 1929-1933. Countries like 
Germany had been able to keep up their payments as long as foreign nations 
were willing to continue loans, but when the loans stopped, it became im- 
possible to meet interest charges and payments for goods purchased abroad. 
As a result, quotas of foreign exchange were assigned to individual importers, 
thus controlling the purchases which could be made abroad and reducing 
imports to a minimum. In the case of Germany, the desire to secure foreign 
raw materials for armaments increased the difficulty, with the result that the 
government intervened to fix rigid controls under which both the quantity 
and the source of all imports was regulated. This system of government con- 
trol has become closely identified with the doctrine of economic nationalism. 


Economic Nationalism 


Economic nationalism has been defined as “the doctrine that it 
is the duty of the sovereign authority to aim solely at the welfare of its own 
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adherents in disregard of the welfare of the rest of the world.” Or, it is “the 
belief that national economic welfare is best served by seeking national advan- 
tage directly rather than through the development of international economic 
life.” Neither of these definitions is entirely satisfactory. Economic national- 
ism is not in itself the cause of our trade difficulties; it is rather a policy which 
results from basic problems in the economic system. The difficulties are not 
removed merely by telling the offending nations to abandon economic 
nationalism any more than a patient is cured of a disease by the advice to get 
well. He must discover the cause of the illness and try to cure it. In the same 
way we must get at the reasons why nations feel they must adopt national- 
istic policies. Dr. Schacht, the German Minister of Finance, has declared: 


“A considerable school of opinion holds that all that is needed is to 
restore the international exchange of goods. Germany's share will 
thus be increased, and she will again be able to purchase raw ma- 
terials. These are the people who are always talking of free trade 
and the lowering of tariff walls. Everybody agrees with them, but 


no one bas yet succeeded in translating their ideals into reality.” 


The reasons behind economic nationalism are many and com- 
plex, and there is not room here to explore them all. Two important reasons, 
however, should be mentioned. First, there is the fear of war with its resulting 
desire for self-sufficiency. As nations prepare either to gain their ends by force 
or to defend themselves, they become anxious to strengthen home industries 
and increase agricultural production in order to be as independent as possible 
in time’'of war. Otherwise they may be defeated by having essential supplies 
cut off. 

A second and even more fundamental cause of economic national- 
ism is the growing competition for markets as a result of increasing world 
production. Machine production has tended to do away with specialization 
and to add to the number of nations anxious to market similar products. 
Moreover, mass production has outrun mass purchasing power so that there 
has been a tendency to produce more goods than could be sold at a profit in 
existing markets. 

It is important to note, for instance, that in recent years world 


production has gone far ahead of the volume of world trade. In 1935 trade 
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was still 21 per cent below 1929 in volume and 65 per cent below in gold 
value, but production as a whole had already reached pre-depression levels. 
This increase in production has intensified the scramble for markets and re- 
sulted in governmental attempts to give their nationals some advantage over 
competitors from other countries. 


What is the remedy for this problem which is posed by the 
demand for economic equality on the one hand and the growth of nationalism 
on the other? The fact that some of the grievances advanced by the dissatisfied 
powers are exaggerated or even unjustified does not dispose of the problem. 
For as one writer has pointed out, grievances, if they are at all real, will always 
be exaggerated. But if no reasonable offer is made by those nations which 
are satisfied, other remedies will be sought by force of arms. Let us consider, 
then, some of the proposed solutions which have been offered. 


IS THERE A WAY OUT? 


In considering the proposals which have been advanced, we dis 
cover that most impartial experts make a clear distinction between economic 
remedies which might be applied under a peace economy and measures which 
nations are likely to adopt under a war economy. A peace economy, they 
point out, is judged on the basis of what is required for a decent standard of 
living; a war economy is judged on the basis of military power and potential 
effectiveness in war. It is important to keep this distinction in mind, for solu- 
tions which are capable of meeting purely economic grievances cannot satisfy 
demands which rest on wartime needs and a war economy. 


This will become clear when we see how rearmament programs 
have required large imports of raw materials which otherwise would have been 
unnecessary. It also brings out the close relation between political and mili- 
tary disarmament on the one hand and economic disarmament on the other. 
At the same time, most experts recognize that there is little hope of inducing 
nations to abandon a war economy unless legitimate economic grievances are 
met and definite remedies proposed. 
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Access to Raw Materials 


The step most frequently suggested to meet the economic prob- 
lem of the “have-not” states is the granting of access to raw materials on equal 
terms to all nations. Various proposals have been discussed by official and 
unofficial bodies, including the Committee on Raw Materials —e by 
the League of Nations. 


These proposals rule out the transfer of colonies. There is almost 
complete agreement among economists that transfer of territory would not 
solve the problem because there is obviously no practical possibility of getting 
general agreement among the powers, and also because territorial revision 
would undoubtedly create new inequalities and fresh grievances. Moreover, 
in view of the meagre resources of colonies, their transfer would not affect the 
existing distribution of raw materials to any important degree. 

Two obstacles now stand in the way of equal access to raw mate- 
rials. First, as we have seen, many nations have adopted measures, such as 
export duties, which restrict or otherwise control the available supply. Second, 
and more important, are the factors which limit the purchasing power, or 
ability to buy, of consuming nations. If these obstacles are to be removed, 
therefore, two types of remedy must be considered. 


To Provide Equality of Access 


The complete removal of export duties by those nations which 
now restrict or control the supply of raw materials would doubtless be of value 
to consumer nations, but it is hardly a practical proposal. A less ambitious 
suggestion and one which might be applied with more success would be an 
international agreement providing that export duties should in no case 


discriminate between consumers. 


In the past the League of Nations has worked for the removal of 
export restrictions. In 1927, eighteen countries signed a treaty for the aboli- 
tion of import and export restrictions, but the agreement was weakened by 
many reservations and finally became effective for only six countries. Other 
limited agreements, however, have been more successful and further pro- 
posals along these lines are now being advanced. If the satisfied powers are to 
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demonstrate their sincerity, the least they can do is to offer tangible agree- 
ments not to discriminate among foreign nations. In their own colonies, 
moreover, they are under moral obligation to place foreigners on a basis of 
equality with their own citizens in the development of colonial resources. 


To Regulate Cartels 


Another suggestion is one which would provide some interna- 
tional supervision of cartels and monopolies. If the interests of consumers are 
to be effectively protected, it will be necessary to set up a special commission 
not only to provide publicity but also to supervise agreements affecting im- 
portant raw materials. It is suggested, for example, that such a body might 
be organized along lines similar to the International Labor Organization, and 
composed of representatives of governments, producers and consumers. Just 
as the International Labor Conference adopts conventions on labor condi- 
tions, an agency of this kind might take the initiative in organizing the pro- 
duction of important commodities on an international scale. 

The real crux of the raw material problem is not the shortage of 
raw materials but the insufficient purchasing power of consuming countries. 
As we have seen, a nation’s purchasing power depends on the free flow of 
goods. In order to buy, it must be allowed to sell its goods in the world 
market. This brings us again to the vital problem of lowering tariff walls, 
removing preferential trade agreements and other obstacles to world trade. 


The Open Door in Colonies 


If the transfer of colonial territory is rejected or ruled out as a 
solution of the problem, the satisfied powers are under obligation to advance 
some definite alternative. One such alternative is the application of the open 
door principle to all colonial areas. This would mean that the goods of all 
countries would be admitted on a footing of complete equality. As a matter 
of fact, the open door has been guaranteed by international treaties in some 
African colonies and in many mandated areas for a number of years. As far 
back as 1885 the General Act of Berlin established the open door in the entire 


_ Congo basin. The League of Nations Covenant and the separate mandate 
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agreements laid down the same requirements for the more advanced man- 
dated areas. 

It is true that, even where the open door is observed, the mother 
country often captures a greater share of the trade than would be possible if it 
did not control the territory. Nevertheless, the Mandates Commission of the 
League has been fairly successful in enforcing equality of treatment in the 
territories under its supervision. Evidence that this principle can be applied 
is furnished by figures which show that Germany has kept from 50 to 70 
per cent of her trade with her former African colonies. 

The fact remains that a number of colonial powers have aie 
to apply the open door. The United States, for example, requires all her 
possessions to admit American products completely free of duty. Italy, as we 
noted above, maintains preferential tariff rates in most of her colonies. 

The system of imperial preference adopted by the British Empire 
at the Ottawa Conference of 1932 is a departure from the open door prin- 
ciple. As the trade of the British Empire amounts to nearly 30 per cent of the 
world total, this colonial preference scheme is of great concern to other coun- 
tries. The adoption of the open door as a policy to be applied to all colonies 
would go far towards establishing real equality of trade conditions. 


Extension of the Mandates Principle 


A proposal which goes beyond the suggestion for equality of 
trade conditions is one which would place all territories not yet ready for self- 


government under the mandate system. No government of any colonial 
power has yet come forward with such an offer, but the idea has been ad- 
vanced by several private agencies in different countries. 

An important section of British opinion, for example, has favored 
extension of international control. The National Peace Council of Great 
Britain suggested that “all countries (including protectorates) having peoples 
of primitive culture not at present capable of self-government should be 
brought within a strengthened mandate system.” The Council states its con- 
viction that “all mandatory powers should be able and willing to utilize in 
the administration of the territories for which they are responsible the services 
of other nationals, particularly in health and scientific services.” 
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An effort to establish such equality of opportunity has been made 
by the Mandates Commission of the League ever since 1920, when the prin- 
ciples of humanity, self-determination and equality of opportunity were first 
introduced. Despite the fact that the doctrine of trusteeship has not always 
been honored by the mandatory powers, the record of the Mandates Com- 
mission has been creditable. On more than one occasion this Commission has 
not hesitated to condemn the great powers when they failed to live up to their 
obligations. An enlarged and strengthened mandate system would not only 
be able to extend the area of free trade but would also remove some of the 
most obvious inequalities which exist today. 


Reduction of Trade Barriers 


If all of the proposals which we have outlined above could actually 
be carried out by the nations of the world, they would still not provide the 
solution of the raw materials problem. For, as we have seen, the heart of the 
problem is to find some way to remove or reduce the many obstacles to the 
flow of world trade. 


Two methods of approach have been widely discussed. The most 
familiar suggestion is to go back to the old idea of free trade and to remove all 
government restrictions. According to this theory, if trade is stifled by tariff 
walls, quotas and other artificial barriers, then the sensible solution would be 
to remove these obstacles. This direct attack on trade barriers has been recom- 
mended by most of the economic conferences held since the World War. In 
recent years, however, many economists have come to believe that this easy 
solution confuses cause and effect. They hold that artificial barriers created by 
governments are not so much the cause of our trade troubles as they are the 
result of increasing governmental control over economic life. How is it pos- 
sible, they ask, to go back to the principles of /aissez-faire in international 
trade when governments have been compelled to abandon laissez-faire in 
national economic life? 

The second method, therefore, suggests that the old principles of 
economic liberalism should be abandoned and a new start made on the basis 


of international planning for the exchange of goods. Those who support this 
program contend that if governmental regulation is to continue, as seems 
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likely, it will become essential to organize measures of control on an inter- 
national scale and to work out some plan for coordinating natiexal economic 
policies. 

Neither of these groups has been able to gain very much support 
for its proposals, The free trade school is confronted by vested interests which 
have sprung up behind tariff walls and which firmly resist every effort to 
abandon protection. Even the most liberal nations have not proposed com- 
plete free trade. At best they have advocated trade agreements based on the 
most-favored-nation principle, and removal or reduction of quota arrange- 
ments. On the other hand, the advocates of international planning are con- 
fronted by the unwillingness of nationalistic governments to adopt plans 
which seem to undermine their efforts to put their domestic economy in order. 
At present, the most constructive approach is to seek agreements providing 
for greater freedom of trade, combined with others based on planning and 
organization in limited fields. 

An advance along these lines was strongly urged by the Economic 
Committee of the League of Nations in its report to the League Assembly in 
1937. The Committee served warning that, unless “a wider resamption of 
international trade” is forthcoming soon, the present economic revival may 
be cut short by fresh disturbances. The report went on to recommend the need 
of abolishing quotas, stabilizing tariffs and facilitating the circulation of raw 
materials. It also pointed out the importance of further action on currency 
stabilization. 


Currency Stabilization 


In the opinion of most experts, international trade cannot flourish 
without some stability of currencies. Merchants will not sell and bankers will 
not lend abroad unless they are sure that the return for their goods or on their 
capital will not be diminished by constant changes in the rates of money 
exchange. 

Formerly currencies were convertible into gold at a fixed rate. 
Gold was shipped freely to settle international accounts which had become 
temporarily unbalanced. This so-called gold standard required comparatively 
free movement of goods, labor and capital. Countries had to adopt commer- 
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cial policies which would prevent any one nation or a few nations from 
accumulating too large a share of the world’s gold supply. 

These conditions, however, were not observed in the post-war 
years. High tariff walls were erected, immigration restrictions adopted, and 
policies of economic nationalism came into vogue. Certain countries, like the 
United States, restricted imports which were necessary if others were to pay 
their debts, For a time the effects of such narrowly nationalistic policies were 
staved off by international lending and borrowing on a large scale, but when 
this lending ceased, at the beginning of the depression, the gold standard 
collapsed under the strain. 

Although the old gold standard may be too rigid to be restored 
without modification, the desirability of relatively fixed currency exchange 
rates is now acknowledged. New and more permanent exchange rates may 
have to be devised. The value of the German mark and certain other monetary 
units will have to be adjusted. This will require the cooperation of the mone- 
tary authorities of all countries. To solve the currency problem, temporary 
gold credits may have to be extended to countries like Germany, which have 
practically no gold of their own, that they may rid themselves of many self- 
imposed restrictions on trade and be safeguarded against unlimited currency 
depreciation. 

Raising Labor and Living Standards 


There is another important factor which must be considered in 
dealing with this problem of trade between nations—labor and living stand- 
ards. It seems quite clear that international cooperation to raise the standards 
of labor and living throughout the world must accompany international 
agreements on tariffs and raw materials. 


The moment an effort is made to reduce trade restrictions, a pro- 
test comes from those who fear they will be hurt by competition with workers 
who work longer hours and get less pay. It is usually forgotten that wages 
and labor standards cannot be uniform in all countries. Fundamentally, if 
Americans earn higher wages and work shorter hours than workers in other 
countries, it is because our natural resources and the ability of the people to 
utilize them are so superior as to make labor much more productive. In poorer 
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countries labor must work longer hours at lower wages in order to make up for 
inferior productivity. It is true, however, that labor standards are increasingly 
affected by governmental measures of all kinds and that in this way an arti- 
ficial difference may be created between countries. 


How is it possible, then, to raise standards of labor by inter- 
national agreement so that the reduction of tariffs and trade barriers ~vill not 
cause fear of unfair competition? Despite the wide differences in diet, cultures, 
climatic conditions, some progress has been made towards certain universal 
standards for labor for which the International Labor Organization and the 
American system of wages and production seem to have set the pace. 


Work of International Labor Organization 


Perhaps the most successful branch of the post-war peace ma- 
chinery is the International Labor Organization. It gave help to labor through- 
out the world in its charter which declared that world peace must be based 
on international social justice. At least annually, but usually much more fre- 
quently, the Organization holds a general conference to which each member 
country is entitled to send four delegates, two representing the government, 
one the employers and one the employees. They draft agreements to raise 
labor standards in their respective countries. These agreements go into effect 
as soon as ratified. A large staff of experts collects data on employment, costs 
of production and standards of living. Recently American seamen, ship 
owners and government representatives were a united delegation at a con- 
ference of the International Labor Organization in an effort to improve labor 
standards for seamen throughout the world to approximate more nearly the 
American standard. 


One of the best illustrations of world economic planning was 
furnished by the I.L.O. Textile Conference which met in Washington in 
1937- The textile industry is one of the largest employers of labor in the 
world. Despite its very high tariff protection, it has been one of the least 
prosperous industries. The wide difference in costs of production and labor 
standards have caused the greatest ill feeling between nations. Americans are 
constantly being reminded of the importation of cheap Japanese textiles into 
this country. 
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Consequently, the I.L.O. decided to call a conference of twenty- 
two textile countries, each country to be represented by four delegates. 
The first conference was instructed to survey the entire industry, including 
costs of production, barriers to trade, and labor standards. A permanent com- 
mittee representing government, employers, and workers of the twenty-two 
countries has been set up at Geneva to make recommendations for fairer 
competition, equalization of the cost of production, and the raising of labor 
standards. 


These are but two illustrations of many efforts which the Inter- 
national Labor Organization is making. With the entrance of the United 
States in 1935, the work of the I.L.O. moved even more rapidly. One of the 
most notable achievements in which the United States led was the acceptance 
in principle of the forty-hour week to be applied to all basic industries. 


Disarmament and Peaceful Change 


So far, we have been considering only economic measures which 
might contribute to a solution of the problem of peaceful change. But this 
problem, as we have seen, is not only economic but political. The proposals to 
grant freer access to raw materials, open channels to foreign trade and provide 
for currency stabilization are not likely to be carried out if the nations of the 
world are living in constant fear of war. Today the mad race for armaments 
involves all nations. It is arousing fears and suspicions; it is promoting eco- 
nomic nationalism and is one of the major forces driving governments to 
adopt plans for self-sufficiency. Nations which are asked to make new mate- 
rials available are not willing to grant concessions if these raw materials are 
__ used to build up bigger and bigger armaments. It is obvious, therefore, that 
efforts to establish conditions of economic justice must include an agreement 
calling for reduction of armaments. 


The arms race stands in the way of economic recovery in many 
ways. Raw materials are being put to unproductive uses. Germany, which 
needs important food supplies from abroad, insists that the armament indus- 
try must have first call on imports. Peaceful industry must take second place 
and the German people are told that they must learn to prefer cannon to 
butter. 


39 


i 
‘ 
j 
i 


It is true that rearmament has helped some nations to solve their 
unemployment problem temporarily and to produce an apparent prosperity. 
But economists warn us to beware of a false prosperity based on armaments. 
Some day—even assuming that a world war can be avoided—the people will 
no longer be able to pay taxes to support the gigantic burden of armament. 
Then, factories must close down, throwing millions of men out of work. 

7 ; Already many countries are being driven toward bankruptcy be- 
— cause of their military expenditures. Italy is spending more than half of her - 
— national budget on armaments. Japan is spending almost her entire income 

from taxes for military purposes. France is finding the greatest difficulty in 
raising enough money to meet pensions, debts and the normal cost of govern- 
ment because armament expenditures absorb 63 per cent of the national taxes. 

Many people fear it is too late to bring about disarmament. The 
effort made after the World War has failed and the World Disarmament 
Conference, which met in 1932, has broken down. Yet if a new move for 
disarmament is not made, statesmen and economists agree that the arms race 
can only end in war or economic collapse. Economic and military disarma- 
ment must be achieved together if any solution is to be found. 


Machinery for Peaceful Change 


What are the methods of peaceful change which could be used if 
governments would agree to push the proposals we have been discussing? In 
the past, major changes in the world have been made by force of arms or 
threat of force. Territories have been conquered, new lands settled and 
markets captured by or with the aid of military force. Back of diplomacy has 
always been the threat of force. It has only been within recent years that 
|) nations have tried to establish machinery for peaceful change and settlement 

i) of international disputes. 
| Before the World War there was very little organized machinery. 
The methods most often used were diplomatic negotiations, arbitration, con- 
ciliation and international conference. Changes were sometimes brought 
about by these methods. In 1878, for example, the Congress of Berlin led to 
the redistribution of territories in the Near East and probably prevented a war 
which might have broken out to gain this same end. But the important thing 
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to note about these methods is that most of them are voluntary procedures. 
That is, they can only be applied if all countries concerned agree to use them 
and also agree to carry out the recommended changes. The difficulty is that, 
in most important disputes, one power or group of powers is not willing to 


agree. 

Since the war the new peace machinery has attempted to fill this 
gap. The League of Nations Covenant provided machinery for pacific settle- 
ment of disputes and advanced the principle of compulsory arbitration. In 
signing the Covenant, the nations agreed in advance to accept important obli- 
gations to settle disputes by peaceful means. 

As we have seen, the League and the International Labor Organi- 
zation have created many useful procedures to aid peaceful change. In 
1935 the League carried out a peaceful plebiscite to determine whether the 
Saar Basin should become French territory or return to Germany, and fur- 
- nished an international police force to prevent violence during the voting. 
Under the mandates system, which we have mentioned, Iraq, a British man- 
date, became an independent nation in 1936 and Syria, a French mandate, 
will receive her independence in 1938. Many League commissions have been 
sent out to investigate and report on important disputes between nations. The 
most prominent of these was the Lytton Commission which reported on the 
Manchurian conflict between Japan and China in 1932. 

Despite these examples, there has been general criticism of the 
League because its efforts to bring about peaceful change have not kept pace 
with changing conditions. It is pointed out that Article 19 of the Covenant, 
which provides for re-examination of conditions or treaties which are out of 
date, or a menace to peace, has not been used. In the first drafts of the Cove- 
nant, this Article was a part of Article 10 which pledged League members to 
respect and preserve each other’s integrity, thus upholding the status quo in so 
far as force is concerned. In the final draft of the Covenant, however, these 
two Articles were separated. The failure to use Article 19 has been due largely 
to the fact that this provision, like most of the pre-war methods, depended on 
voluntary acceptance by all countries. 

Peaceful change, therefore, demands two things: A will to permit 
change and machinery to provide adjustments. The machinery is important 
but it is not likely to be used unless there is a willingness to allow change. In 
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the final analysis the will to change means the abandonment to some degree 
of national selfishness and extreme national sovereignty. Much education re- 
mains to be done before there is general acceptance of the idea that coopera- 
tion must be the “normal method of conducting world affairs.” 

Many suggestions have been made for strengthening the ma- 
chinery of international cooperation and particularly for utilizing Article 19. 
One suggestion often made is that a permanent commission should be created 
with authority to receive complaints and attempt to adjust difficulties through 
mediation between the parties involved. This commission would have the 
power to make recommendations to the respective governments concerned. 
Other proposals would enlarge the economic organization of the League into 
an international economic and financial organization comparable in size to the 


International Labor Organization. 


CONTRIBUTIONS OF THE UNITED STATES 


How is the United States concerned with all these problems? 
What are our responsibilities and interests? It is evident that the United 
States is one of the wealthy “have” powers, possessing ample territory and a 
bountiful supply of natural resources. We belong in the category with 
Britain, France and the Soviet Union and are the richest member of this class. 
We are one of the world’s largest producers of foodstuffs, raw materials and 
manufactures—most of which foreign countries are anxious to buy provided 
they are given opportunity to sell goods or perform services for Americans in 
ex 

With a population of over 125 million and the highest living 
standard in the world, the United States also offers the largest single market, 
so that our tariff and trade policies necessarily exercise a determining influence 
on the purchasing power of “have-not” countries. 

Some critics hold that the United States has never adequately 
discharged its responsibilities as a great power. They say we have always been 
too inclined to offer advice to other powers and to criticize the French and 
British for not making needed concessions to the discontented nations. 


We have attacked the colonial preferences of other nations and 
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the trade arrangements within the British Empire. At the same time, we have 
tried to monopolize trade with our own colonial possessions by enclosing them 
within our high tariff wall. Until recently the United States also insisted on 
regarding tariffs and other economic policies as matters of exclusive domestic 
concern. Although the war and post-war years made us a creditor nation, we 
continued to build trade barriers which prevented foreigners from paying 
their debts to us. In 1930 we enacted the highest tariff rates in our history over 
the protest of numerous countries and despite the opposition of many quali- 
fied American economists. 


If each country confines itself to the production of those goods 
for which it is best equipped and imports those which it cannot produce with 
such efficiency, wages and returns on capital are likely to improve and living 
standards will be higher. An individual sells his services or whatever he makes 
in order to buy in exchange the things he needs. Yet nations often forget that 
if they sell abroad and refuse to import, they are receiving nothing in ex- 
change and are thus getting a bad bargain. 

Economic cooperation among nations makes it possible for the 
poorer countries particularly to buy abroad the raw materials and foodstufts 
they need. In this way it helps to remove that economic tension which may 
_ lead to war. The United States, like many other countries, is interested in the 
preservation of peace. We have adopted neutrality legislation in an effort to 
keep out of the armed conflicts which threaten the world. Yet many Amer- 
icans still fear that we may be drawn into any protracted war. Even if we are 
successful in staying out we shall be profoundly affected by the social and 
economic consequences of such a war. Thus we have a definite stake in the 
maintenance of peace. 


Extend Trade Agreements Program 
What specifically can the United States do to help solve world 


economic problems? Of course, neither we, nor any other nation, can expect 
to control the destinies of the world, but we can make our contribution. We 
- have already departed somewhat from the course of economic nationalism 
which we hitherto pursued. Under the leadership of Secretary of State 
Cordell Hull, we are concluding a series of trade agreements in which we 
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make tariff reductions in return for concessions by other countries. Already 
we have concluded 16 such accords, and the reductions in duty we made in 
these agreements were extended on the basis of the most-favored-nation or 
equality principle to all countries which do not discriminate against Amet- 
ican trade. 


Many experts believe that the trade agreement program should 
be extended and that a more fundamental readjustment of our tariffs should 
be made. Numerous tariff duties have been lowered below 1930 levels but 
in many cases they are still above the 1922 rates, which were already high. 
Moreover, we have not yet made trade agreements with many important 
countries, including Britain, Italy, Germany, Poland, Japan, China, Argen- 
tina, Uruguay and Chile. Among these are the very “have-not” powers who 
are held to require economic relief. 


The lowering of our trade barriers meets with constant difficulties. 
If interests abroad prevent the conclusion of agreements, we cannot, of course, 
remedy those conditions. At home, however, there is much opposition to be 
overcome. Groups which have long enjoyed tariff protection are always mo- 
bilizing resistance to additional trade concessions. Farmers with crops to sell 
abroad, such as cotton and tobacco, and the most efficient and productive in- 
dustries which export part of their output often fail to meet this resistance, 
and consumers at large forget that high tariff barriers mean higher costs of 
living. Moreover, there are a number of people who dislike the political 
philosophy of the regimes in Germany, Italy and Japan and therefore oppose 
any economic concessions which might strengthen those governments. Others 
are convinced that each country must be permitted to determine its own 
political institutions and that, regardless of political beliefs, we should con- 
clude mutually advantageous trade treaties with the “have-not” powers in 


order to help remove economic causes of war. 


Aid Currency Stabilization 


The United States as a leading financial power could also assist 
in promoting currency stabilization. In 1933 we contributed to the failure of 
the London Economic Conference by refusing to stabilize the dollar. Since 
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then our attitude has changed. We have hitched the dollar provisionally to 
gold, and in September 1936 we concluded the so-called tripartite accord by 
which the United States and Britain agreed to a necessary readjustment in the 
value of the French franc, and the financial authorities of all three countries 
undertook to cooperate in keeping exchange rates relatively even. As soon as 
international economic and political conditions become more stable, we may 
be called on to participate in definite currency stabilization and that may 
require our cooperation in the extension of temporary gold credits to certain 
countries. 


Revise War Debts 


Many believe that an additional cause of international friction 
would be eliminated if we would consent to a final settlement of the war debt 
question. In their opinion, it is futile to insist on full payment of these debts. 
For the most part they are considered by debtor countries as the American 
contribution toward winning the war. In large part, too, they were utilized 
not for the construction of productive factories and the development of re- 
sources, but purely for purposes of destruction. For that reason they are 
doubly hard to repay. Many people, therefore, advocate that we make the 
best settlement possible and remove from our debtors the odium of default. 


Within the next few years Americans may also have an oppor- 
tunity to stimulate world economic recovery through renewed capital lend- 
ing. We have, of course, had unfortunate experiences with foreign invest- 
ments in the past. While the losses sustained on these investments have some- 
times been exaggerated, it is difficult to expect Americans to lend abroad so 
long as foreigners themselves send millions of dollars to this country for 
investment and safekeeping. 


In the end, however, we may find it profitable and desirable to 
participate with our capital in schemes of economic development and recon- 
struction which might be supervised by such international agencies as the 
World Bank. Such schemes might include currency stabilization, interna- 
tional public works and the joint development of backward areas. 


| 
| 
45 


Economic Cooperation 

Since the war, the United States has cooperated yl economic 
and financial organizations of the League of Nations which have concerned 
themselves with the study and solution of economic problems. More recently 
we have joined the International Labor Organization. Up to the present, 
however, we have declined to take part officially in the management of the 
Bank for International Settlements, or World Bank, which many economists 
regard as a promising international institution. It has been proposed that the 
United States should take an active rdle in all these organizations, and aid 
in developing their activities as effective agencies for international economic 
planning. 

The American government has always regarded limitation and 
reduction of armaments as a fundamental necessity, and repeatedly expressed 
its readiness to cooperate in any steps in that direction. Many observers both 
here and abroad are convinced, however, that disarmament and really suc- 
cessful economic cooperation cannot be realized unless at the same time some 
measure of international political security is achieved. In their opinion restora- 
tion of political confidence, reduction of arms and initiation of broader eco- 
nomic policies represent the three fronts on which advances must be made. 
Progress can be achieved, however, only by international canperseinn, in 
which the United States must play its part. 

These suggestions for economic and political appeasement offer 
no panacea. They provide no final solution for the problem of peace and war. 
They ignore some of the basic paradoxes of the capitalist system. But they 
emphasize the need for some constructive program of international coopera- 
tion as an alternative to war. This is the purpose behind the campaign for 
World Economic Cooperation organized by the National Peace Conference. 
In its platform, the Conference asks the American people: 

“Are you willing to make as the price for peace a fraction of the 
sacrifices you would make for war? Countless citizens have sacrificed their sons 
for their country in time of war. Are nations willing to make an adjustment 
of economic policy so that war will not occur? Obviously the economic sacti- 
fices for peace are much less than the economic sacrifices for war. Indeed these 


‘ material sacrifices would be more than compensated for by the material pros- 


perity to follow the removal of the fear of war and the abandonment of com- 
petitive military and economic armaments.” 
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